This study aimed to test the effect of information asymmetry on the stock return in the presence of accounting conservatism in industrial companies listed in Amman Stock Exchange (ASE) in the period from 2006 to 2012. The study found that investors who have private information can benefit from that through achieving outstanding returns, which means that information asymmetry affects the stock return positively, but when taking into consideration the conservative accounting policies practiced by management, this effect was faded.
Introduction
The management owns the opportunity to control what information should be displayed, it is able to withhold or distort some information, and hence the information disclosed in financial statements could not reflect the real situation of the entity, and the management is the only party that has real information about it, and this so-called Information Asymmetry, which arises when a party has private information about the entity's value, while other parties only possess general information published and available to all.
In general, informed parties seek to take advantage of their information directly or indirectly in the financial market, and this is at the expense of the uninformed parties, these attempts of informed parties to get benefit from private information will increase the agency cost (Jensen & Meckling, 1976) which will decrease the present value of the expected cash flows. The management may act based on information it has, in a way that maximizes its benefit on the expense of the uninformed parties. For example, management could choose to disclose higher profits in order to maximize its compensation. Management may also make decisions that increase profits in the short term at the expense of the long term profits such as choosing the lower salary and efficiency employees, or lowering the R&D expenses. The uninformed parties recognize the presence of information asymmetry circumstance which is not suitable for them; this will increase the risk of investing in such entity, which will be reflected in requiring higher returns.
In other words, information asymmetry will reduce the stock price for two reasons: First, the higher the agency cost, the lower the present value of expected cash flows. Second, the higher the investment risk, the higher the required return, where the financial market responds to the higher agency cost with lowering the stock price, as a reaction to this and to maintain their interests, management increases the degree of conservatism in the financial reports, which will give management higher credibility from the investors' viewpoint (uninformed parties), which will lower the agency cost, and increase the stock price (LaFond & Watts, 2007) . risk and trading volume. These studies mainly return to (Rogalski, 1978) , (Figlewski, 1981) , and (Cornell, 1981) , these studies sought to examine the relationship between these variables, which found that there is a positive relationship between risk, trading volume, and stock return. Also (Wang et al., 2005) tested the relationship between the behavior of market stock returns, volatility of returns (Risk), and trading volume. The results confirmed that the volume of trading , which was used as a measure of information access, has a positive effect on the stock return. (Battilossi & Houpt, 2006) aimed to test the existence of serial correlation in the values of stock return, and through the analysis the results was positive, which means that the stock return is affected by the previous day's stock return.
Information asymmetry is known as having a party for more information than other parties, and this happens when the seller has more information than the buyer or vice versa, this situation is not preferable because one party can take advantage of the information available to him to achieve certain benefits on the expense of other parties who have less information. In some cases, information asymmetry occurs when one party exploits some loopholes in agreements or contracts, while other parties can not so (Aboody & Lev, 2000) .
Many researchers studied the relationship between information asymmetry and stock returns, and most of them found a positive relationship exists. A study for (Easley & O'Hara, 2004) found that the portfolio consisting of shares purchased with high information asymmetry gains abnormal profits, researchers have interpreted these results as information asymmetry distinguishes dealers to a team that has more information and the general dealers who have less information. And as all dealers seek optimal diversification to minimize risk, only the team which has more information succeed, and this leads to asymmetry in risk and abnormal profits to who has information. Another study performed by (Gul & Qiu, 2002) aimed to test the relationship between the application of corporate governance and the degree of information asymmetry in developing financial markets. The scale used to measure information asymmetry was built on the idea that investors in their assessment of shares depend not only on the current performance of the business, but also on the future expected performance, and this dependence increases by the availability of transparency and uniformity of information, in other words, the higher the stock prices to predict the future accounting performance, the lower the information asymmetry. The study found that entities in countries that apply the corporate governance characterized by a lesser degree of information asymmetry, and entities in countries with developed markets also characterized by a lesser degree of information asymmetry. While (Levi & Zhang, 2008 ) study confirmed that increasing information asymmetry leads to increased expected market return, and that change stock return can be written as a function of information asymmetry and interpreted through it.
Regarding the relationship between accounting conservatism and information asymmetry, (LaFond & Watts, 2007) assumed that the existence of information asymmetry between investors will lead to the emergence of accounting conservatism in financial statements, due to the fact that accounting conservatism reduces the ability of management to manipulate accounting numbers, which will lead to a reduction of information asymmetry, and also may lead to an increase in the market value of the entity. The results showed that information asymmetry leads to an increase in accounting conservatism in financial statements, taking into consideration the stability of other factors that increase conservatism. Also, the results showed that information asymmetry causes accounting conservatism, and not vice versa, and this result contradicts the opinion of the FASB which believes that accounting conservatism causes information asymmetry between investors. Chi and Wang (2008) study reinforced the previous findings of (LaFond & Watts, 2007) and concluded that information asymmetry is not only positively correlated with accounting conservatism, but also causes it.
To achieve the objectives of the study, the hypotheses can be formulated so that to examine the impact of the factors that affect the stock return as a first stage, which are the previous day's stock return, risk, and trading volume, and then enter the information asymmetry variable to the model to examine its impact on the stock return, and in the third stage, accounting conservatism will be added to the model to examine its impact on the relationship. The study hypotheses are as follows:
Ho1: There is no statistical significant effect of the previous day's stock return (Rt-1), risk (Risk), and trading volume (V) on the stock return (Rt).

Ho2: There is no statistical significant effect for information asymmetry (ASY) on the stock return (Rt) in the presence of the previous day's stock return (Rt-1), risk (Risk), and trading volume (V).
Ho3: There is no statistical significant effect for information asymmetry (ASY) on the stock return (Rt) in the presence of the previous day's stock return (Rt-1), risk (Risk), trading volume (V), and accounting conservatism (CON).
Method
The Study Sample
The sample of this study consists of industrial companies listed in Amman Stock Exchange (ASE) for the period between 2006 and 2012. The companies included in this study should be characterized by certain conditions such as:
•
The company should be listed in ASE before 1/1/2005 in order to ensure that the price of the stock is stable at certain levels.
• The companies selected had not been subjected to liquidation, merger, or restructuring during the period of the study.
•
The number of trading days of the share is at least 180 days per year, to get rid of the (Thin Trading) problem.
Based on the previous conditions, the study reached to a sample of (26) companies, and the total observations included in the analysis was (30604) panel data, because the observations were on a daily basis over seven years.
Model & Variables
For the purpose of testing hypotheses, formulas (1, 2, and 3) will be used, where formula (1) tests the impact of the previous day's stock return, risk, and trading volume on the stock return, while formula (2) included information asymmetry as an additional independent variable to the variables in formula (1), and formula (3) measures the same effect of variables in formula (2) in the presence of accounting conservatism as an additional control variable to the relationship.
R is the stock return for company i in the period t,
is the stock return for company i in the previous period t-1,
Risk is the stock risk for company i in the period t, t , i V is the trading volume for company i in the period t,
ASY is the information asymmetry measure for company i in the period t, and
CON is the accounting conservatism measure for company i in the period t. A number of researchers such as (Karpoff, 1987) ; (Brock & Lebaron, 1996) ; (Lee & Rui, 2002) ; (Mestel, Gurgul, & Majsdoz, 2003) interpret the change in stock return through analyzing its relationship with previous day's stock return, risk, and trading volume, and used several measures. This study will use the difference between current price and previous price plus dividends, divided by previous stock price. The stock risk will be measured using the measure used in (Floros, 2009 ) by dividing the difference between highest and lowest on the daily average stock price, and the traditional relationship between risk and return indicates a positive relationship. The trading volume will be measured by calculating the natural logarithm of the daily trading volume, which is supposed to be a positive influence.
According to Jack Treynor Theory, information asymmetry affects the stock price positively. He suggested that trading operations; which are based on information affect the difference between the prices of sale orders and purchase orders (Bagehot, 1971) , the more the private information, the more the price difference between sale orders and purchase orders or the so-called (Bid-Ask Spread), and this leads to increase returns of informed investors, while decrease the returns of uninformed investors. Also (Easley & O'Hara, 2004 ) developed a theoretical model confirms that the stock returns around which there is more private information (ie whenever more information asymmetry) are usually larger. As in previous studies, this study will measure information asymmetry by dividing the price spread (The difference between the best bid and the best ask) on the average daily stock price. (Healy et al., 1999) , ( Leuz & Verrecchia, 2000) believed the existence of a relationship between the accounting disclosure and information asymmetry, where the accounting disclosure and the quality of the accounting information reduces the chances of getting information from external sources, and this will reduce information asymmetry. And as the conservative accounting policies increase the quality of disclosure and the transparency of accounting reports (see for example Watts, 2003a; Ball & Shivakumar, 2005) , it is supposed that accounting www.ccsenet.org/ijbm International Journal of Business and Management Vol. 10, No. 5; 2015 conservatism will automatically reduce information asymmetry between investors, because this will produce good earnings quality. This study will use market-to-book (M/B) ratio to measure the accounting conservatism according to (Roychowdhury & Watts, 2006) , as the high M/B indicates the existence of conservative accounting practices, which led to a reduction in the book value of the share.
Statistical Method
A pooled data regression was run to test the effect of information asymmetry on stock return in the presence of accounting conservatism and other variables that affect the stock return, such as the previous day's stock return, risk, and trading volume, this test was implemented using (Eviews 4.0). The pooled data regression is used when the data collected is in the form of time series (several periods) and sectoral (several companies) (ie Time series and cross sectional), specifically we will use Seemingly Unrelated Regression (SUR), which is used when the data is composed from long time series (such as daily observations) and small number of sectors (Wooldridge, 2002) . Table 1 shows the descriptive statistics of the study variables. The mean of the stock return was approximately 0.001, and in spite of the low figure but it reflects the fact that on average the positive stock returns exceeds the negative ones, while the standard deviation was 3%, this figure was high if we take into consideration the low average stock return, where the standard deviation is equivalent to almost 30 times the average stock return, and this points to a large disparity between the stock returns as well as to the high risk of investing in these companies in general. Also the statistics related to the previous day's stock return do not significantly differ from the stock return statistics. While the average trading volume (logarithm) was about 4.42 which is equivalent to JD26,303 and a standard deviation of 0.95 which is equivalent to JD9, and this indicates that the average daily trading volume reflects stability in trading. The average daily stock risk amounted about 3% with standard deviation of 2%, and these values generally indicates low risk in the industrial sector stock trading. While the average daily information asymmetry as a percentage of the price was 6% and a standard deviation of 19%, these values show an existence of information asymmetry among investors, there are different levels and variations in information among investors as evidenced by the standard deviation. Finally, the average M/B ratio (accounting conservatism measure) was 1.73 times and a standard deviation of 1.28 times, these values reflect large practices of accounting conservatism, because the market values of stocks was equivalent to 1.73 times their book values. Skewness and kurtosis statistics show that the stock return does not have a normal distribution, these results was evidenced by Jarque-Bera statistic. Where Rt is the stock return, Rt-1 is the previous day's stock return, Vi is the trading volume, RISK is the stock risk, ASY is the information asymmetry measure, CON is the accounting conservatism measure.
Descriptive Statistics
Results Discussion
Formula 1 tests the effect of previous day's stock return, risk, and trading volume on the stock return, this formula is the basic model that other formulas depend on. Table 2 shows the results of the regression model of formula (1), we can note that previous day's stock return, risk, and trading volume have significantly positive effect on the stock return at 1% significant level. All these results are in line with the previous research results which used the same model. The null hypothesis will be rejected which indicates that there is no statistical significant effect of the previous day's stock return (Rt-1), risk (Risk), and trading volume (V) on the stock return (Rt).
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International Journal of Business and Management Vol. 10, No. 5; 2015 Adjusted R-squared was 17.32%, which means that independent variables interpret 17.32% of the change in the stock return. Durbin-Watson statistic shows a lack of autocorrelation in data. Table 2 . Regression results for formula (1)
Formula 2 tests the effect of previous day's stock return, risk, trading volume, and information asymmetry on the stock return. Table 3 shows the regression results of this model; through this table we can note that previous day's stock return, risk, and trading volume have significantly positive effect on the stock return at 1% significant level. Also information asymmetry, the new independent variable that was added to the formula has a positive significant effect on the stock return, which means that an increase in information asymmetry between investors leads to an increase in the stock return. All these results are in line with previous studies, also these results agree with Jack Treynor theory, which suggested that the trading operations which are based on information affect the difference between bid and ask prices (Bagehot, 1971) , since the more private information, the greater the bid-ask spread, which leads to an increase in stock return. Also these results agree with (Easley & O'Hara, 2004) which concluded that an increase in information asymmetry leads to an increase in stock return. Based on the above, the null hypothesis will be rejected, which indicates that there is no statistical significant effect for information asymmetry (ASY) on the stock return (Rt) in the presence of the previous day's stock return (Rt-1), risk (Risk), and trading volume (V). Table 3 . Regression results for formula (2)
The adjusted R-squared has risen in this model to 19.8% compared with the value of the previous model, which reflects the importance of information asymmetry variable that was added to the model. Formula (3) tests the effect of previous day's stock return, risk, trading volume, information asymmetry, in the Vol. 10, No. 5; 2015 presence of accounting conservatism on the stock return. Table 4 shows the regression results of formula (3) which contained an additional control variable, namely accounting conservatism. Through this table, we can note that previous day's stock return, risk, and trading volume have significantly positive effect on the stock return at 1% significant level, and these results agree with the results of the previous two models.
Information asymmetry variable has become non-statistically significant, suggesting that entering the accounting conservatism to the model has cancelled the effect of information asymmetry variable on the stock return. This finding suggests that accounting conservatism practices affect information asymmetry and lead to reducing its importance in influencing stock return. Accounting conservatism did not have a significant impact on the stock return, in the sense that conservative accounting policies does not affect directly the stock return, but it is limited by impacting information asymmetry, which is considered as one of the important factors affecting the stock return. And so the null hypothesis will be accepted, indicating that there is no statistical significant effect for information asymmetry (ASY) on the stock return (Rt) in the presence of the previous day's stock return (Rt-1), risk (Risk), trading volume (V), and accounting conservatism (CON).
Adjusted R-squared has declined to 17.31% compared with the results of formula (2), this decline reflects the fading effect of information asymmetry on stock return because of entering the accounting conservatism to the formula.
Conclusion
This study aimed to test the effect of information asymmetry on the stock return in the presence of accounting conservatism. The study found that investors who have private information can benefit from that through achieving outstanding returns, which means that information asymmetry affects the stock return positively, but when taking into consideration the conservative accounting policies practiced by management, this effect was faded. Further studies are recommended in the same field, by using different measures of conservatism to assert or repeal the results of this study. Also there is a need to improve the level of financial disclosure, since it is known that information asymmetry appears due to weak system of financial disclosure and delay of information.
